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BWC Board of Directors continues quest for rate equity

On Friday, Oct. 30, the BWC Board of Directors voted to reduce the maximum
discount for group-rated employers to 51 percent. The board decreased the maximum
discount by reducing the maximum credibility and applying a break-even factor. The
new rates will be effective July 1, 2010. Employers will see the new rates when they
pay their premium for the July 1, 2010, to Dec. 31, 2010, pay period, which is due by
the end of February 2011. These actions are necessary to move us along the path to
rate balance and to enhance the health of Ohio’s business climate.

In early 2007, the 127th Ohio General Assembly recognized the need for rate reform.
Thus, it moved to base Ohio’s workers’ compensation system on equity and fairness
by passing House Bill 100. The bill created a professional, independent board of
directors. It also called for a top-to-bottom study of BWC’s processes, rates and
programs.

Deloitte Consulting LLP recently completed this independent, comprehensive study.
We will use it as a blueprint for rate reform and many other improvements in Ohio’s
system.

A key component of the comprehensive study addresses the disparity in rates paid by
group-rated and non group-rated employers. It has been the responsibility of BWC
and its Board of Directors to make sure every employer pays a rate that is based on
the risk that employer brings to the workers’ compensation system. This includes
making improvements to the group-experience-rating program, which has serious
structural deficiencies.

All studies on group rating indicate that groups should maintain the same membership
for many years to establish a solid experience history. They should also bring together
more similar businesses with common safety needs. This homogeneity of group
membership will bring more stability to group rates in the future.

Inside this
edition:

BWC Board of
Directors
continues quest
for rate equity

New inpatient
hospital fee
schedule adopted

Contract with new
pharmacy
benefits manager
underway

MIRA transition
rules being
eliminated

50/50 Payment
Plan — 2nd
payment due
Dec. 1

Ohio Safety
Congress & Expo
— Mar. 30 — April
1, 2010


http://ohiobwc.cmail1.com/t/y/l/uyhuit/hknpey/r
http://ohiobwc.cmail1.com/t/y/l/uyhuit/hknpey/y
http://ohiobwc.cmail1.com/t/y/l/uyhuit/hknpey/j
http://ohiobwc.cmail1.com/t/y/l/uyhuit/hknpey/t
http://ohiobwc.cmail1.com/t/y/l/uyhuit/hknpey/i
http://ohiobwc.cmail1.com/t/y/l/uyhuit/hknpey/d

New inpatient hospital fee schedule adopted

The Board of Directors has approved a new inpatient hospital fee schedule. The new
schedule supports our guiding principle to ensure access to quality care for Ohio’s
injured workers. The fee schedule establishes the maximum reimbursement allowed
for medical treatments and services related to hospital stays. It will increase overall
reimbursement rates by 2.9 percent. “Effective inpatient services are critical in the
care of our most seriously injured workers,” said Bob Coury, Chief of Medical
Services. Inpatient hospitalization may be the first treatment following an injury. It may
also be part of later treatment necessary to return an injured worker to employment.

Contract with new pharmacy benefits manager underway

SXC Health Solutions Corporation (SXC) is now our new pharmacy benefits manager
(PBM). The PBM fulfills the medication needs of injured workers. “The care and
treatment of Ohio’s injured workers is our greatest responsibility,” said Administrator
Marsha Ryan. “We took great care in this selection. I'm confident SXC has the
capability to ensure the pharmaceutical needs of our injured workers are met, assuring
a safe and quick return to work.” SXC became our new PBM on Nov. 1. It will provide
new Web-based prior authorization technology that will enable prescribers to obtain
instant approvals to fill many pharmaceutical requests. We estimate our current
pharmaceutical costs are approximately $120 million per year.

MIRA transition rules being eliminated

We are changing the transition rules we developed when we moved from previous
reserving systems. With the new, state-of-the-art methodologies in MIRA I, these
rules are no longer necessary. Below is a summary of the changes we are making to
the former transition rules. The implementation dates and periods of these rule
changes are the same for private and public employers. However, the first year that
the changes have an impact on the rate-making process may differ for private and
public employers.

e  Starting in July 2010, all medical only claims will be eligible for a reserve. We
will first use the reserve for rate-making purposes for the private employer
July 1, 2011, policy year (as of Dec. 31, 2010). We will display the new
reserves on ohiobwc.com, showing MIRA Il reserve screens for each weekly
reserve prediction. We will also include them on the quarterly claim cost
reports as of Sept. 30, 2010. Medical Only claims in the 15K program will not
be eligible for a reserve until BWC medical payments are made or the claim
is removed from the program.

e  Salary continuation claims with date of injury being Jan. 1, 2011, or after will
be eligible for a claim reserve (both medical and indemnity reserve).
However, we will continue to apply MIRA Il stop logic in every other claim
processed through the MIRA Il system.

e We do not expect to see an indemnity reserve on salary continuation claims



with only indemnity payments due to the stop logic. However, salary
continuation claims with ongoing medical should see a medical reserve.

e  We will reserve salary continuation claims with payments and subsequent
BWC paid indemnity as in the past. We will apply the exception of the salary
continuation payment total as a credit against the temporary total prediction
(TT total incurred cost) only. We will no longer apply it against the entire
claim total incurred cost prediction.

e  Beginning July 1, 2010, claims with living maintenance or living maintenance
wage loss as the last paid indemnity (as of the survey date) will no longer
have the original (calculated) reserve reduced by 50 percent. We will display
new reserves on ohiobwc.com on the MIRA Il reserve screens for each
weekly reserve prediction. We will include this data on the quarterly claim
cost reports beginning Sept. 30, 2010.

50/50 Payment Plan — 2nd payment due Dec. 1

If you participated in the 50/50 Payment Plan for the Jan. 1, 2009, to June 30, 2009,
reporting period, the second half of your premium is due Dec. 1. If you reported payroll
and paid 50 percent of your premium online, expect an invoice in the near future for
the remaining balance. Use the Accounts receivable balance service offering to make
your second payment.

Ohio Safety Congress & Expo — Mar. 30 — April 1, 2010

Plans are under way for BWC’s annual Ohio Safety Congress and Expo. The event
will take place from March 30 to April 1, 2010, at the Greater Columbus Convention
Center. Registration will be available in February. For more information, click here.

Please take a moment to forward this email to other managers in your organization
and to your colleagues who may find it of value.
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